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When Good News Stops Working

We are mostly through this quarter’s earnings season. You may
have seen stocks seemingly report “good news” only to trade
down on the earnings report. Or, worse yet, you may own some of
those stocks.

Regardless, you've seen this before...

Companies report strong earnings. They beat expectations.
Revenue is solid. Margins hold up. By almost any measure, the

news is good.

And yet...the stock barely moves. Sometimes it even falls. That doesn’t feel right.

For most investors, good news should lead to higher prices. Strong results mean a
stronger business, and a stronger business should be worth more.

But markets don’t move based on good or bad.
They move based on expectations.
That’s the part most investors miss.

By the time a company reports earnings, the market has already made a decision.
Analysts have published forecasts. Investors have placed their bets. The story is
already widely understood.

So when the numbers come out, the question isn’t whether they’re good. The question
is whether they’re better than what everyone already expects. And in today’s market,
expectations are high.



You’ve seen it recently with companies like Microsoft, Alphabet, and Meta Platforms.
Strong results. Solid growth. Continued investment in Al.

And yet, muted reactions—or worse.

Even NVIDIA, one of the strongest performers in the market, has had moments where
great news didn’t lead to the kind of upside investors expected. The numbers weren’t
the problem.

The expectations were.
In many cases, investors are no longer looking for “good.” They are looking for perfect.

Revenue must grow. Margins must expand. Guidance must improve. Costs must stay
under control. Everything has to move in the right direction at the same time.

That’s a very high bar.
And when the bar is that high, even strong results can disappoint.

This is why you’re seeing stocks stall—or fall—on positive news. It doesn’t take bad
results to move a stock lower. It only takes results that aren’t quite as good as expected.

That’s a subtle shift. But it matters. Because it tells you something important about the
market. It tells you that prices have already moved ahead of reality.

Not in a dramatic way. Not in a way that shows up in a single headline. But in a way that
makes it harder for stocks to keep moving higher on fundamentals alone.

That’s often how markets begin to change. Not with bad news.

With good news that no longer pushes prices higher.

We've seen this before. In past cycles, there were moments when strong earnings
stopped driving stocks higher. The story still made sense. The companies were still
growing. But the reaction changed.

That was the tip off. Not that the market was about to collapse. But that expectations
had already done most of the work. And when that happens, the market becomes more
sensitive. It doesn’t take bad news to cause a decline. It only takes news that isn’t quite
as good as hoped.

What Should You Do When This Happens?

This is where most investors get stuck. They see a good company. They see strong
results. And when the stock doesn’t move, they assume the market is wrong.
Sometimes it is. But often, it isn’t. The key is to have a process.

Here’s a few simple suggestions to help:



1. Ask a Better Question
Don’t ask: “Were earnings good?”
Ask: “Why didn’t the stock go up?”

2. Find the “But”
There is almost always a detail beneath the surface:
e strong revenue... but margins fell
e good growth... but guidance slowed
e solid earnings... but costs rose

3. Watch the Next Move
What happens on the next piece of news?

e good news — no move — then weakness
e That's not random. That’s a shift.

4. Raise Your Standards
In this kind of market:

e “good” is not enough
e “great” may not be enough
e Be more selective. Be more patient.

5. Respect Price Action
When the market stops rewarding good news, don’t argue with it.
Adjust to it.

The Takeaway

The market isn’t reacting to what happened. It's reacting to what it expected. And when
expectations get too high, even strong results stop being enough. That's when things
begin to change. And when those changes take hold, they tend to matter more than the
headlines ever did.

P.S.

When good news stops pushing prices higher, most investors ignore it. They assume
the next report will fix it. Sometimes it does. But sometimes, it’s the first sign that
expectations have already gone too far. And that’s usually when the game changes.
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